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SUB J : PROPOSED ADB SPECIAL FUND LOAN TO INDONESIA 
FOR BANDUNG WATER SUPPLY 

REF: A. P 301555Z (TREASURY MSG) 

B. MANILA 12763 C. MANILA 10970 D. JAKARTA 7801(NOTAL) 

1. IT IS GENERALLY ACCEPTED BY MISSION HERE 

THAT AS RESULT NEW BALANCE OF PAYMENTS SITUATION 

FOR INDONESIA, THERE WILT. HAVE TO BE REDUCTION 

IN CONCESSIONAL ASSISTANCE TO INDONESIA. IN 

LINE WITH OUR TRANSITION STRATEGY (REF D), HOWEVER, 

WE ARE ANXIOUS THAT TRANSITION TO NEW RELATIONSHIPS 

BE EFFECTED IN ALL FIELDS, INCLUDING ADB, 
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OF FAVORABLE RELATIONS CURRENTLY ENJOYED WITH GOI. 

2. IT IS OUR UNDERSTANDING THAT ADB 'S MANAGEMENT 
HAS INFORMED GOI THIS YEAR WOULD BE A BRIDGING 
YEAR IN WHICH ADB WOULD CONTINUE TO PROVIDE 
APPROXIMATELY ONE FIFTH OF ITS ASSISTANCE FROM 
CONCESSIONAL WINDON AND THAT BEGINNING 1975 ALL 
LOANS WOULD BE FROM OPERATING CAPITAL. ASSUMING 
PROMISED ONE FIFTH NOT YET REACHED, WE BELIEVE LAST 
MINUTE CHANGE IN THIS STRATEGY, DIRECTLY 
ATTRIBUTABLE TO USG, COULD PRODUCE SHOCK TO AND 
NEGATIVE REACTION FROM INDONESIAN UUTHORITIES, 
PARTICULARLY IF THIS WERE TO RESULT IN ELIMINATION OF PROJECT. 

3. WE REQUEST, THEEFORE, THAT WASHINGTON 
RECONSIDER POSITION TAKEN IN REFTEL A. IN LINE 

OUR TRANSITION STRETEGY, WE WOULD STRONGLY PREFER 
THAT (A) US EXECUTIVE DIRECTOR BE INSTRUCTED TO 
VOTE FOR LOAN AS ORIGINALLY PRESENTED IE 
INCLUDING FINANCING FROM PSECAL FUND RESOURCES; 

AND (B) EMBASSY WOULD AT LATER DATE INFORM 
GOI THAT, IN VIEW CHANGED FINANCIAL CIRCUM- 
STANCES OF INDONEIS, US WILL HENCEFORTH NOT 
BE ABLE TO SUPPORT SUCH ADB LOANS TO INDONESIA. 

IF THIS NOT POSSIBLE, WE BELIEVE WE SHOULD AT 
MINIMUM INFORM GOI IN ADVANCE OF OUR PORPOSED 
ACTION RE LOAN FOR BANDUNG WATER SUPPLY SO THAT 
GOI DOES NOT FIRST LEAN OF THIS CHANGE IN US 
POLICY FROM US VOTE AT ADB. 
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